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thul. TRIBLE

.VlRGl{‘JlA
AVlnifed Dlafes DHenafe
' WASHINGTON. D.C. 20510
February 3, 1986
STAT
STAT
Deal

As you may know, provisions were included in the House
tax reform bill, H.R. 3838 regarding the three-year basis
recovery rule for retirement annuities. I am opposed to these
provisions and wanted to take this opportunity to update you on

-action I took on'this important issue.

I have introduced S. Res. 304, expressing Senate
opposition to the provisions of H.R. 3838 which eliminate the
current method of taxing retirement benefits for federal workers
and other individuals who contribute to their retirement plans.
Enclosed is a copy of this resolution and my Congressional Record
statement on this issue. ‘

‘ In addition, I have already met with Senator Packwood,
Chairman of the Senate Finance Committee, to explain my concerns
regarding the proposed tax .change. Bé assured that I will do all
I can to protect retiremeng’benefits.

- If T can provide you with any additional information,
pPlease do not hesitate to let me know. ?

Sincerely,

\

Paul Trible

PT:1bf '
Enclosure
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WASHINGTON, WEDNESDAY, JANUARY 29, 1986

Senate

WEDNESDAY, JANUARY 29, 1986

(Legislative day «f 8Mouday, January 27, 1986)

SENATE RESOLUTION 304—RE-
LATING TO TAXATION OF RE-
TIREMENT BENEFITS

Mr. TRIBLE (for himself, Mr. Ste-
VENS, Mr. MATHIAS, Mr. EAGLETON, Mr.
HoLrInGs, and Mr. SARBANES) submit-
ted the following resolution; which
was referred to the Committee on Fi-
nance:

. S. REes. 304

‘Whereas retention and recruitment of
qualified personnel is essential to the effi-
clent operation of Federal, State, and local
governments in meeting the vital needs of
Unjted States citizens as well as national
and international obligations;

Whereas retention of qualified govern-
ment personnel, such:as scientists, engi-

‘neers, techuicians, senior managers, physi-

cians, and educators is now threatened by a
provision of the Tax Reform Act of 1585
(H.R. 3838); '

Whereas any disproportionate. burden
placed upon public - sector employees
through a tax reform measure is an inequity
which will create a powerful incentive for
retirement and which will precipitate large-
scale loss of government employees current-
ly filling key positions;

Whereas this massive exodus from govern-
ment service could result in unanticipated
government expenses due to additional re-
tirement benefits payments, compounded by
continued payment of salaries for those
vacant positions which are filled, thereby
offsetting a large part of the tax revenues
predicted to be received from repealing the
3-year basis recovery rule; and :

Whereas the Senate intends and has
stated its intention, in S. Res. 281, to “pre-
pare legislation which will maximize fair-
ness and long-term economic growth and
minimize short-term economic disruption':
Now, therefore, be it

Resolved, That it is the sense of the
Senate that section 1122(c)(1) of H.R. 3838
repealing section 72(d) of the Internal Reve-
nue Code of 1954 pertaining to the 3-year
basis recovery rule on taxation of retire-
ment annuities will be deleted from the tax
reform legislation now pending before the
Senate Finance Committee, and that the
present 3-year .basis recovery rules will be
maintained.

Mr. TRIBLE. Mr. President, as the
Senate begins deliberations on the
House-passed tax reform bill, I urge
my colleagues to join with me to

. Brvanl
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tax bill does not contain an ‘ill-con-
ceived provision included in the House
bill which eliminates the 3-year basis
recovery rule for contributory defined
benefit pension plans. To that end I
am submitting a resolution which ex-
presses the Senate’s opposition to this
proposal.

Approximately 19 million Ameri-
cans—primarily Federal, State, and
local employees—contribute to their
retirement plans. ‘These employees
pay taxes on the moneys which they
put into their annuity fund. Under
current law, when the employee re-
tires and begins to receive an annuity,
these payments are not taxed until
that individual has received ~an
amount equal to his own contributions
to the retirement fund.

The House tax reform bill proposed
a drastic change in this established
rule. Section 1122(c) of H.R. 3338
would eliminate the current proce-
dures and subject retirees to immedi-
ate taxation of retirement benefits.
This provision would have disastrous
effects on those 19 million Americans
now contributing to their retirement
plans. And, this provision would have
equally unproductive effects on the
administration of Government at all
levels, the service provided by Govern-
ment, and the cost of Government.

The financial losses imposed upon
employees would be severe and this
onerous burden would compound year
after year after year. The House provi-
sicn seriously jeopardizes retirement
income security for Federal employees
and postal workers, for State and local
employees, for teachers and firemen
and policemen, for every American in
public or private employment who
pays into his retirement fund.

Although the House provisicn has
not been enacted, its effects are al-
ready being feit. Across the. Nation
employees who are eligible to retire
are béginning to leave their jobs or are
making plans to do 50 in order to avoid
the. financial hardships which would
be imposed upon them shouid Con-

"gress enact this tax penalty,
In the Federal Government, 210,000

AvrAAn -
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retire. An estimated 75 to 90 percent

of those eligible to retire will do so
prior to tlie effective date of the tax
reform provisions.

Who are these employees ehglble to
retire? Fifty percent of the senior ex-
ecutive service, the highest level of
employees in Government service, are
eligible to retire. Over 40 percent of
NASA'’s scientists and engineers are
new eligible to retire. The Federal
Government already has a severe re-
cruitment and retention. problem for
these positions and others, such as
nurses, physicians, air-traffic control-
lers, and technicians. We cannot
afford to lose these skilled and experi-
enced personnel to early retirement.

Moreover Mr. President, the costs
associated with the premature retire-
ments of Federal employees could
easily surpass any revenue gained by a
change in the tax law. It is estimated
that the House tax provision would
raise $6.3 to $8.3 billion over 5 years,
or on average, $1.26 to $1.68 billion per
year. However, current Government
obligations are $2.5 billion in annual
annuities for Federal employees eligi-
ble to retire. If the majority of retire-
ment eligible Federal workers choose
early retirement as they have indicat-
ed, the costs of providing them with
annuities would cancel our revenues
expected by the proposed tax change.

I urge my colleagues to take note
that the $2.5 billion figure represents
only those costs associated with retire-
ments of Federal workers. Federal

workers number only 2.7 of the 19 mil-
lion affected by the House provisions.
The $2.5 billion figure does not in-
clude costs which would be imposed on
State and local governments and pri-
vate employers affected by the tax
change.

Mr. President, the deleterious ef-
fects of section 1122(c) of H.R. 3838
are already being felt. We are already
seeing the beginning of a crisis inh gov-
ernment at all levels. Section 1122(c)
must be omitted from the Senate bill
and the Senate must provide an imme-
diate signal of its intent to do so. We
must assist employers to retain per-
sonnel now making~retirement plans
who may be unduly influenced by the
proposed tax penalty. We must allay
the well-founded fears of employees.

The resolution I .am submitting
today will provide the much needed
signal for the 19 million Americans af-
fected by the proposed tax change.
The resolution expresses the Senate’s
opposition to section 1122(c) of the
House tax bill and its intent to omit
those provisions from the Senate ver-
sion of the tax reform plan.

I urge every Senator to join me by
cosponsoring this resolution. We must
avert the,crisis now in the making.
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